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General Cinema Corporation’s 
consistent growth during the 1970’s 
has been based on the success of 
its two primary businesses—soft 
drink bottling and motion picture 
exhibition—whose products and 
services offer lew-cost enjoyment to 
the consuming public. 

Because of the refreshment and 
enjoyment they deliver, soft drinks 
have continued to increase in pop¬ 
ularity during the past decade. 
General Cinema is a leading inde¬ 
pendent bottler of Pepsi-Coia, Dr 
Pepper and 7-UP products. In addi¬ 
tion, the Company is marketing its 
own nationally branded soft drink. 
Sunkist® Orange Soda. 


Earnings from 
Continuing Operations 

(In millions) 



Theatre-going, a tradition in 
American life, is today one of the 
least expensive popular entertain¬ 
ment alternatives, a fact which gives 
the theatre business a strong re- 
cession-resistant characteristic. 
Genera! Cinema, the nation’s largest 
circuit, operates 343 movie theatres 
nationwide, primarily multi-screen 
complexes in regional shopping 
centers. 

Genera! Cinema also owns and 
operates the leading independent 
television station in Miami, Florida, 
and four major-market radio 
stations. 


Earnings Per Share from 
Continuing Operations 


$3.00' 
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Financial HiighSlgfots 

General Cinema Corporation and Subsidiaries 


(Dollar amounts in thousands 
except Per Share Data) 


Years Ended October 31, 

1979 

1978 

Percent 

Change 

Revenues . 

$853,100 


94,857 

10.3% 

Operating Earnings 






(includes Sunkist first-year operating loss 


66,205 




of $10,896 in 1979) 

$ 

$ 

67,718 

(2.2%) 

Earnings from Continuing Operations. 

$ 

30,632 

$ 

25,425 

20.5% 

Net Earnings. 

$ 

26,472 

$ 

24,213 

9.3% 

Total Assets . 

$385,325 

$351,641 

9.6% 

Shareholders’ Equity . 

$146,217 

$125,929 

16.1% 

Number of Shares Outstanding 






(Weighted average number of shares 
and common share equivalents) 

10,5 

584,504 

11, 

14,824 

(1.2%) 

Per Share Data: 






Earnings from Continuing Operations ... 

$ 

2.79 

S 

2.29 

21.8% 

Net Earnings. 

$ 

2.41 

$ 

2.18 

10.6% 

Dividends . 

$ 

.53 

$ 

.47 

25.5% 

Book Value. 

$ 

13.32 

$ 

11.49 

15.9% 

Number of Employees . 


11,S98 


11,208 

7.0% 

Number of Shareholders . 


3,342 


3,052 

9.5% 


Earnings from Continuing 

Common Stock Prices* (By Quarters) Operations/Dividends (Per Share/By Quarters) 


1378 

1979 

25% 

22% 

20 

ir^-l 

15% 177“. _ 

— 1 | j tey.c 

23% 

20'% 20% 

16%. 17 

□U 

12% 








Reproduced with permission of the copyright owner. Further reproduction prohibited without permission. 












President’s Letter 


Dear Shareholder: 


We have concluded anotheryear 
of solid progress at General Cinema 
Corporation. Both of our major busi¬ 
nesses, movie theatres and soft drink 
bottling, continued their historical 
patterns of record sales and operating 
earnings, while our newest business, 
Sunkist Soft Drinks, showed impres¬ 
sive gains in establishing its product 
as a major national soft drink. 

This performance capped a dec¬ 
ade of growth and prosperity for 
General Cinema. As illustrated by the 
charts on the inside front cover of this 
report, earnings from continuing op¬ 
erations during the period increased 
461 % on revenue gains of 356%. Per 
share earnings from continuing op¬ 
erations advanced 437%, dividends 
paid to shareholders 594%, and 
shareholders' equity 401%. Earnings 
from continuing operations increased 
during this ten-year period at an 
annual compound rate of 18.8% and 
revenues 16.4%. Based on earnings 
from continuing operations, average 
annual return on equity was 19.4%. 
Dividends paid to shareholoers in¬ 
creased at an average annual rate of 
21.7%. All of these gains were sig¬ 
nificantly ahead of the inflation rate. 

In fiscal 1979, revenues rose 
10.3% to $656.1 million. Earnings 
from continuing operations increased 
20.5% to $30.6 million, while earn¬ 
ings per share from continuing opera¬ 
tions climbed to $2.79 from $2.29 in 
1978. During the year, General 
Cinema discontinued its film financ¬ 
ing activity. As a result the financial 
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statements reflect a loss from discon¬ 
tinued operations of $6.0 million, 
equal to $ 55 per share in 1979. Net 
earnings in 1979 were $26.5 million, 
equal to §2.41 per share, compared 
to $24.2 million, or$2.18 pershare 
in fiscal 1978. 

Comparison of our income state¬ 
ments for 1979 and 1978 should also 
take into account the change in status 
of our wholly-owned subsidiary, 
Sunkist Soft Drinks, Inc. In 1978, 
Sunkist was in the developmental 
stage and, therefore, was accounted 
for as a corporate expense and was 
not reflected in operating earnings. 

In 1979, however, Sunkist matured 
into a full-fledged business and was 
accounted for as an operating entity. 
Its operating lossof$10.9 million, 
therefore, adversely impacted 1979 
consolidated operating earnings and 
is the reason these earnings show 
a modest decline from the previous 
year. Excluding Sunkist charges, 
comparative operating earnings ad¬ 
vanced a healthy 13.9% in 1979. 

The Theatre and Beverage 
Divisions are by far our most impor¬ 
tant businesses and both have 
demonstrated their ability to expand 
profitably through all phases of the 
economic cycle. It is the recession- 
resistant qualities possessed by each 
of these businesses which make us 
optimistic that General Cinema will 
perform well in the current period 
of economic uncertainty. 

The Beverage Division, the 
largest independent bottler of soft 
drinks in the United States, recorded 
its seventh consecutive year of higher 
revenues and operating earnings in 
1979. Case sales, measured on a 192- 
ounce per-case basis, increased at a 
rate more than double the estimated 


3-4% growth of the soft drink indus¬ 
try last year. Even though inflationary 
pressures are pushing the Division’s 
operating costs higher, we were able 
to improve operating margins slightly. 

During the past decade, Bev¬ 
erage Division revenues have grown 
an average of 16.0% annually, but 
more importantly, operating earnings 
have increased an average of 22.5% 
per year. Operating margins have 
risen from 7.7% ten years ago to 
12.7% in fiscal 1979. 

The record earnings of the 
Theatre Division last year were partic¬ 
ularly pleasing. We entered the year 
facing the possibility that earnings 
could not be maintained at the excep¬ 
tionally high level attained in 1978. 
Although the 1979 film crop was not 
as good as the previous year, there 
was a reasonably good supply of 
commercially-successful pictures. 

Improved operating margins en¬ 
abled the Theatre Division to report 
higher 1979 earnings. Strong con¬ 
cession sales, along with tight control 
of operating expenses, plus selective 
ticket price increases, which aver¬ 
aged 5.0%, contributed to the im¬ 
proved profit picture. 

Over the last ten years, revenues 
in the Theatre Division have grown at 
an average annual rate of 17.0% 
while operating earnings have ad¬ 
vanced at an annual rate of 14.2%. 

We discontinued our film financ¬ 
ing activities last year. General Cinema 
entered the film financing field 
in 1977, because we were concerned 
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that the future supply of films 
would be inadequate and we saw a 
potential need to protect our theatre 
business. That outlook has changed 
significantly in the past year, with sev¬ 
eral new entities, including the major 
television networks, entering film 
production. We have gained con¬ 
siderable experience in this area and, 
as a result of our efforts, 13 feature 
films were produced. Recognizing 
that we had not achieved profitability 
in this activity and that the supply of 
films to our theatres has improved 
significantly, we did not initiate any 
new projects in 1979. In October of 
1979, we elected to discontinue 
this activity. 

We are extremely pleased with 
the progress of our newest business, 
Sunkist Soft Drinks, Inc. Starting as a 
marketing research project just 27 
months algo, this subsidiary has 
established a strong bottling network 
for its first major product, Sunkist® 
Orange Soda, which is now available 
to more than two-thirds of the nation’s 
population. Last summer, Sunkist 
became the number one selling 
orange soft drink in the foodstore seg¬ 
ment of the market, reaching a goal 
we had originally targeted for 1981. 

Because of Sunkist Orange 
Soda’s success in the marketplace, 
we accelerated our introductory 
efforts and also began development 
of a companion diet product. These 
decisions significantly increased the 
magnitude of Sunkist’s loss forthe 
yearto $10.9 million. However, as 
evidenced by progress made to date 
and the very enthusiastic reception by 
the consuming public, we are con¬ 
vinced that our investment in Sunkist 
is providing a foundation for a very 
profitable growth business in the 1980’s. 


Revenues of ourCommunica- 
tions Group were up, but earnings 
were off slightly in 1979 This was 
caused primarily by the incurrence of 
substantial development costs re¬ 
lating to WHUE-FM/AM (Boston), 
purchased inearly 1979. All of our 
broadcasting properties are making 
progress and will benefit from prior 
years' investments. 

Looking toward the next decade, 
we are optimistic about the prospects 
for the Beverage and Theatre Divi¬ 
sions. Both businesses provide rel¬ 
atively low-cost enjoyment and 
pleasure to consumers, and we are 
well positioned in both markets. We 
are also beginning the decade with 
the foundation established for dra¬ 
matic growth in Sunkist. Our ability to 
expense $17.3 million in development 
costs during the past three years to 
launch this business, and still report 
significant overall earnings gains 
each year, attests to the inherent 
strength of our two basic businesses. 

Our primary corporate objective 
is to maintain General Cinema as a 
true growth company. Therefore, our 
efforts and capital will be directed 
toward areas of above-average prom¬ 
ise for long-term growth. Consistent 
with this objective, w§|jgfe continuing 
to maintain ourrigorouscriteriafor 
funding internal expansion projects. 
At the same time, we are accumu¬ 
lating capital and borrowing power 
for possible diversification into new 
growth areas where our management 
capabilities and financial strength will 
carry enough leverage to benefit our 
Shareholders' interests. 



On behalf of our entire manage¬ 
ment team and the Board of Direc¬ 
tors, I wish to express sincere appre¬ 
ciation to each of our employees for 
their essential and significant con¬ 
tribution to the success of our Com¬ 
pany during the past decade. They 
join me in extending to you, our 
Shareholders, our gratitude for your 
continuing loyalty and support. We 
also want to assure you of our dedi¬ 
cation to making the next ten years a 
period of growth comparable with that 
achieved in the 1970’s. 

Sincerely, 

Richard A. Smith 
President 


January 14,1980 


Reproduced with permission of the copyright owner. Further reproduction prohibited without permission. 




Soft Drinks 


Percent 

Beverage Division (In thousands) 1979 1978 Change 


Revenues. $384,836 $315,156 15.8% 

Operating Earnings . $ 46,197 $ 38,739 19.3% 

Operating Margins . 12.7% 12 3% 


General Cinema’s Beverage 
Division recorded its seventh con¬ 
secutive year of higher operating 
earnings and higher revenues in fiscal 
1979. Operating earnings were up 
19.3% to $46.2 million, while rev¬ 
enues increased 15.8% over last 
year's level, advancing to $364.8 mil¬ 
lion. Margins have been maintained in 
spite of increased competitive activ¬ 
ity, unusually poor weather, and es¬ 
calating packaging, ingredient, and 
energy costs. 

Our Beverage Division is the 
largest independent bottler of soft 
drinks in the United States, v/ith 22 
production facilities and 29 distribu¬ 
tion centers in nine states and the 
District of Columbia. Our franchise 
territories serve more than 17.5 mil¬ 
lion consumers, or about eight per¬ 
cent of the nation's population. 

During fiscal 1979, the Division’s 
unit case sales (calculated on a 192- 
ounce per-case basis) were up more 
than double the industry's estimated 
growth rate of 3-4%. Over the past 
ten years, General Cinema's unit case 
sales have nearly tripled, reflecting 
both expansion of existing operations 
and acquisitions. 

We have been able to consist¬ 
ently outperform the soft drink indus¬ 
try in sales growth for several reasons. 

We have an excellent group of 
national brands, including Pepsi¬ 
Cola, Dr Pepper and 7-UP products. 
Our national brand line-up was en¬ 


hanced last year with the introduction 
of ourown Sunkist® Orange Soda in 
all our franchise territories. We also 
have a number of good secondary 
brands, such as Country Time Lemon¬ 
ade, Hawaiian Punch, Hires Root Beer 
and Mountain Dew. 

Further, the Division has taken 
an aggressive stance in the market¬ 
place. Our plants have led the indus¬ 
try in the introduction of innovative 
packaging. The plasti-shield contour 
six-pack, housing 10- or 16-ounce 
single serving bottles, has caught on 
extremely well and the one- and two- 
liter plastic bottles, pioneered by 
General Cinema, continue to be a 
popular choice of shoppers. 

Another factor in our above- 
average growth has been that we 
continue to develop all market seg¬ 
ments—food store, vending, fountain 
and others, including mass mer¬ 
chandisers, drug stores and mini¬ 
marts. Our improved execution in all 
of these segmentsefthe marketplace 
has helped us keep ahead of the 
industry and make our products avail¬ 
able wherever customers are found. 

Finally, General Cinema has 
continued to invest the capital needed 
to expand the Division’s distribution 
systems and increase its vending op¬ 
erations.Today we operate more than 
1,300 route trucks; our distribution 
system includes 51 plants and dis¬ 
tribution centers; and ourvending 
operations have expanded to over 
50,000 machines. 


The Beverage Divi¬ 
sion, with a broad prod¬ 
uct line of national and 
secondary brands, sold 
more than 150 million 
cases of soft drinks on 
a 192-ounce per-case 
basis in 1979. Our fran¬ 
chise territories in nine 
states serve a popula¬ 
tion of more than 17.5 
million consumers. 
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Soft drinks have become a staple 
in the American diet, ranking sub¬ 
stantially ahead of all otherdrinks 
except water in per-capita consump¬ 
tion. Because many new products 
have been introduced within the past 
few years, the soft drink market has 
become crowded. Within this environ¬ 
ment, national brands—those adver¬ 
tised and marketed coast-to-coast— 
are becoming more and more impor¬ 
tant. In 1979 the national brands mar¬ 
keted by the four largest franchisor 
companies accounted for 70-75% of 
total industry sales. General Cinema 
is well positioned to take advantage of 
the trend toward national brands, as 
we currently market three of the top 
four—Pepsi-Cola, Dr Pepper and 
7-UP, as well as Mountain Dew, 
which has been the nation’s fastest 
growing product in recent years. Of 
these, Pepsi-Cola is byfarourmost 
important product, accounting for 
almost 60% of total Division sales. 

While a wide product line is ben¬ 
eficial to the vending and other on¬ 
premises segment of our business, 
the Division has begun to redirect 
much of its promotional efforts to 
national brands, where we believe the 
best opportunities exist for revenue 
and earnings increases. These major 
brands, whose national advertising 
and local marketing programs aug¬ 
ment our efforts, have become the 
Division’s “bread-and-butter” 
products. 

General Cinema’s Beverage 
Division is prepared to grow in a 
changing environment. We continue 
to monitorthe three public issues 
facing the soft drink industry. 

The Beverage Division has been 
an active opponent of the Federal 
Trade Commission’s proposed elim¬ 
ination of soft drink franchise terri¬ 
tories, and although the issue remains 


unresolved, we are prepared to com¬ 
pete effectively in the event franchise 
boundaries come down. 

We have carefully studied each 
proposal for mandatory deposit legis¬ 
lation, and have developed compre¬ 
hensive contingency plans, market- 
by-market, should such legislation be 
passed. Returnable packages con¬ 
tinue to represent 35% of our pack¬ 
age mix, a share which provides us 
with a hedge against such legislation. 

The saccharin issue remains un¬ 
resolved, but should use of saccharin 
be curtailed, the major concentrate 
companies would fill the low-calorie 
need with products made with re¬ 
duced sugar or saccharin substitutes. 

As we enterthe 1980's, the Bev¬ 
erage Division’s goals include the 
achievement of balanced growth 
across all market segments, con¬ 
tinuing progress in the development 
of all our brands, and improved op¬ 
erating and distribution efficiencies. 

We are confident that the Bev¬ 
erage Division will continue its solid 
growth and will again report record 
operating results in the coming year. 


Summary of Beverage Facilities 
In Operation at October 31,1979 



Soft drinks mean 
good times to the Amer¬ 
ican consumer. Over 
the years General Cin¬ 
ema has invested heav¬ 
ily in its marketing and 
distribution system as a 
way of building its 
consumer franchises. 
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Theatres 


Theatre Division (in thousands) 

1979 

1978 

Percent 

Change 

Revenues . 

. $265,461 

$266,370 

— 

Operating Earnings . 

. $ 27,745 

$ 25,928 

7.0% 

Operating Margins . 

10.4% 

9.7% 



Theatre Division operating earn¬ 
ings were up from the record levels 
of 1 978, increasing 7.0% to $27.7 
million. This result was particularly 
pleasing in that it not only followed a 
very strong fiscal 1978 in which oper¬ 
ating earnings rose 73% to $25.9 
million but was accomplished without 
benefit of any increase in revenues. 
Attendance, which was off only slightly 
in the first half of the year, weakened 
during the summerand did not re¬ 
cover until October. The summer 
product did not perform as well as the 
pictures that were released in the 
summer of 1978, nor was there one 
“breakout” picture, similarto last 
year’s “ANIMAL HOUSE,” to bolster 
the fourth quarter. 

Fortunately, the decline in box 
office revenues was offset by other 
factors. Of considerable significance 
was the successful implementation of 
a comprehensive refreshment market¬ 
ing program which reflected itself in a 
strong increase in “per-person” 
feslles, and the effective controJ’Of 
operating expenses, which for “com¬ 
parative" theatres were up only 2.9% 
from last year. Notwithstanding the 
impact of inflation, operating margins 
increased to 10.4% compared to 
9.7% in 1978. 

Since opening its first shopping 
center theatre in 1951, the Division 
has grown to become the nation's 
largest circuit of motion picture the¬ 
atres, most of which are multi-screen 
complexes located in suburban shop¬ 
ping centers. Over the past ten years, 
we have expanded from 207 theatres 
at 170 locations—an average of 1.2 


screens at each site—to 843 theatres 
in 337 locations—or 2.5 screens each. 
This expansion will continue in 1980 
with the opening of 60to 70 new 
theatres, including one or two new 
screens to several already successful 
units. In addition, we will add another 
15 theatres by splitting 15 existing 
auditoriums into two, giving us a pro¬ 
jected total expansion of 75 to 85 
theatres during the fiscal year. 

We foresee ample opportunities 
for further expansion of our theatre 
circuit but we continue to be selec¬ 
tive in choosing locations. New the¬ 
atres, which now average four 
screens per unit, and the addition of 
new screens at existing locations, 
accounted fornearlyall of thelDivi- 
sion’s $10.8 million in capital expen¬ 
ditures during fiscal 1979. 

We are encouraged by legisla¬ 
tion which has passed in 16 states re¬ 
quiring distributors to permit exhibi¬ 
tors to view films priorto bidding for 
exhibition rights. We support the mc^ 
to legislate against “blind bidding,” 
and expect it to eventually succeed 
nationally. While we recognize that 
the elimination of blind bidding prob¬ 
ably will not decrease overall film 
costs, it will allow the exhibitor to pro¬ 
vide a better selection of pictures for 
its patrons and reduce the risks in¬ 
herent in the present system. Without 
blind bidding, terms for popular films 
would be somewhat higher, but terms 
for weaker films would be far less bur¬ 
densome. The effect of this elimina¬ 
tion will not be felt immediately, since 
films are often bid for as much as a 
year in advance of their release. 


A night cut to see 
a first-run feature film 
remains a popular and 

tainment, as evidenced 

patrons who visited our 
theatres in 1979. 
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We believe that the growth of 
home entertainment systems such as 
video disks, video cassettes, cable 
and pay TV is a long-range benefit to 
motion picture exhibitors, because it 
will encourage increased film produc¬ 
tion. In ouropinion, the increase in 
production activity over the last sev¬ 
eral years bears out this belief. Pro¬ 
duction companies previously have 
been unable or unwilling to assume 
the high financial risk of producing 
films when revenues and profits were 
unpredictable. We believe a larger 
number of exhibition channels will 
increase the revenue generating po¬ 
tential for the producers of feature 
films, thereby improving their poten¬ 
tial return on investment, and encour¬ 
aging them to produce more product. 
The importance of the initial exposure 
of a film in the conventional movie 
theatre cannot be overemphasized. 
Historically, the more successful the 
film in its original release, the more 
valuable it becomes to all other de¬ 
livery systems. This would also per¬ 
tain to the largest ancillary market, 
free network television, which has had 
relatively little comparative success 
with “madefor TV films.” 


Looking into 1980, we are opti¬ 
mistic that, barring gas rationing, the 
Theatre Division will have anotherex- 
cellentyear. Movie theatres continue 
to provide relatively low-cost enter¬ 
tainment, and in an uncertain econ¬ 
omy can compete successfully with 
other more expensive alternatives. In 
1979, we were able to successfully im¬ 
plement selective price increases; 
and we are of the opinion that further 
increases, if necessary, could be 
effected without any significant patron 
resistance. The box office success of 
several of this year’s Christmas re¬ 
leases such as “STAR TREK,’’ 
“KRAMER VS. KRAMER,’’ and “THE 
JERK” is encouraging, and recent 
attendance has risen to record lev¬ 
els. Our new theatres should follow 
an established pattern by making a 
contribution to earnings intheirfirst 
year. 

As we enter the new decade, we 
are optimistic about the future of the 
motion picture exhibition business. 

We anticipate that the resurgence in 
the “movie-going habit” evident in the 
1970’s will continue inthe 1980’s. 
Recent prosperity forthe majorfilm 
companies should lead to an in¬ 
creased supply of quality films. The 
opportunity to leave the home for an 
evening of entertainment at a nearby 
comfortable theatre with a large 
screen and superior sound system 
has special appeal to the consumer 
and stimulates a habitthat is and will 
be a solid part of the American life 
style in the 1980’s. 


Summary of Theatres 

In Operation at October 31,1979 

State Locations Theatres Locations Theatres 

Arkansas 

California 

Colorado 

Connecticu 

2 8 18 4 ’ 7 

Delaware 
District of < 

Georgia 

Sol 1 2 

19 52 2 9 

Kansas 

2 4 2 8 

Kentucky 

Maryland 

10 27 

1 3 

Michigan 

Minnesota 

Mississippi 

8 22 

New Hampj 
New Jersey 
New Mexicc 
New York 
No Carolin 

1 2 

> 2 5 5 

a ^6 20 

Oklahoma 
Pennsylvan 
Rhode Islar 
South Caro 

Tennessee 

ia 13 37 1 2 

Nna 4 12 


34 85 5 20 

Washington 
West Virgin 
Wisconsin 

ia 1 2 

Total 337 843 32 126 


Refreshment sales 
represent an important 
part of the Theatre Divi¬ 
sion’s business. Per 
capita sales of pop¬ 
corn, candy and soft 
drinks have grown con¬ 
sistently each year for 
the last 20 years. 
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Sunkist 


SunkistSoft Drinks, !nc., General 
Cinema’s newest business, made real 
progress last year, Its first product— 
Sunkist® Orange Soda—was con¬ 
ceived in 1977, developed and test 
marketed in 1978, and introduced 
and marketed as a national soft drink 
in 1979. 

At the beginning of fiscal 1979, 
Sunkist had only 11 licensed bottlers. 
Ouroriginal goal was to make 
Sunkist Orange Soda available to 
one-half of the nation’s population by 
year-end. By the end of the fiscal year, 
our bottler network had been ex¬ 
panded to include 243 bottlers, 
located in 47 states, offering the prod¬ 
uct to more than two-thirds of the con¬ 
sumers in the U.S. However, most of 
these introductions did not take place 
until the last few months of the fiscal 
year. Another goal, to make Sunkist 
the numberone selling orange soda 
by 1981, was achieved in the impor¬ 
tant foodstore segment of the market 
last summer, according to independ¬ 
ent studies. 

Sunkist’s performance in the 
marketplace exceeded our expecta¬ 
tions by a wide margin. In new mar¬ 
kets, consumer reaction to the 
product was enthusiastic. In those few 
areas where Sunkist was available for 
the second consecutive summer, 
sales were significantly higher. This 
winter, with no important fall-off from 
summer sales levels, Sunkist proved it 
is notjusta warm-weather drink. 
Marketing research has shown that 
the repeat-purchase rate for Sunkist 
is one of the highest ever recorded 
for a new consumer packaged prod¬ 
uct, and early indications are thatthis 
product is expanding the orange seg¬ 
ment of the soft drink market. This 
very positive consumer acceptance of 
Sunkist encouraged us to accelerate 
its distribution—a decision which in¬ 
creased 1979 introductory expenses 
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considerably, but which makes 
Sunkist Orange Soda a stronger 
entry in the soft drink market in 1980. 

We have also developed a 
sugar-free version of Sunkist Orange 
Soda—Diet Sunkist® We began test 
marketing this companion product 
this past fall, and although initial 
response to Diet Sunkist is very posi¬ 
tive, no decision will be made con¬ 
cerning its distribution until more 
comprehensive test market results 
are available. 

Reflecting the heavy cost-burden 
associated with the introduction of a 
nationally branded consumer product 
and the development of Diet Sunkist, 
Sunkist Soft Drinks had an operating 
loss of $10.9 million for the year, on 
revenues of $9.6 million. 

While Sunkist Soft Drinks will not 
make a profit contribution in 1980, its 
operating loss should be substantially 
lower. Revenues will be significantly 
higher, reflecting a full year of sales to 
existing bottlers and incremental 
volume from new bottlers. We expect 
Sunkist Orange Soda will be avail¬ 
able to close to 90% of the nation’s 
population by the end of fiscal 1930. 
Introductory costs should begin taper¬ 
ing off, although a decision to begin 
national distribution of Diet Sunkist 
could affect the rate at which those 
expenses decline. 

Our objectives for fiscal 1980 are 
to make Sunkist Orange Soda avail¬ 
able throughout the United States and 
to build its volume base, consistent 
'with that of a major national brand. 
Additionally, we will complete the test 
marketing of Diet Sunkist and begin 
national distribution, if the test mar¬ 
ket results remain positive. 


Overthe longerterm, Sunkist 
Soft Drinks should generate signifi¬ 
cant earnings. The product, the pack¬ 
aging and the advertising have 
delivered on the promise of excel¬ 
lence and quality that the consumer 
expects from the Sunkist name. To 
this we have added a dedicated group 
of principally Pepsi-Cola and Coca- 
Cola bottlers, creating one of the 
strongest distribution and marketing 
networks in the soft drink industry. 

We believe these factors will 
benefit Sunkist Soft Drinks through¬ 
out the 1980’s, when we look forward 
to healthy returns on our investment. 


Sunkist® Orange 
Soda has been one ot 
the most successful 
soft drink introductions 
in the United States in 
many years. 
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Broadcasting 


Genera! Cinema’s Communica¬ 
tions Group consists of WCIX-TV, 
Channel 6 in Miami, radio stations 
WIFI-FM (Philadelphia), WEFM-FM 
(Chicago), and an 80% equity inter¬ 
est in WHUE-FM/AM (Boston). 

During fiscal 1979, the Com¬ 
munications Group made good prog¬ 
ress although operating earnings of 
$2.9 million were down slightly from 
last year, due to higher development 
expenses, on revenues of $15.0 
million. 

Television revenues were up 
9.9% over those of 1978. South 
Florida’s only independent VHF sta¬ 
tion, WCIX Channel 6 now broadcasts 
24 hours a day, seven days a week. 
The station presents movies during 
evening and late-night hours, and 
runs high quality syndicated shows 
during the daytime and early evening. 
Channel 6 won three Emmys this year 
for its news and public affairs pro¬ 
gramming. Early in the year there 
was some softness in the Miami TV 
market, but during the second half, 
advertising revenues recovered. Dur¬ 
ing 1979 we strengthened the sta¬ 
tion's signal greatly by increasing its 
transmitter height and by installing a 
circular polarized antenna. These 
changes significantly improved the 
signal and expanded its coverage into 
outlying areas which should lead to 
additional advertising revenues in 
the coming year. 

WHUE-FM/AM, broadcasting 
“beautiful music' 1 to listeners in the 
Greater Boston area, have steadily 
improved their market positions since 
being acquired by General Cinema in 
January, 1979. Development costs 
undertaken with their purchase, in¬ 
cluding newly created sales, promo¬ 
tion and advertising campaigns, 
account in large partforthe decrease 
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in operating earnings of the Commun¬ 
ications Group as a whole. We expect 
a strong improvement in fiscal 1980. 

WIFI-FM, whose-dontemporary 
format appeals to the teen to 34 
audience, remains one of the top sta¬ 
tions in Philadelphia. 

WEFM-FM in Chicago, which 
successfully converted last year to a 
contemporary music format, made 
progress, recording sales and market- 
share gains. The station recently 
moved into new studios and offices in 
Chicago’s John Hancock Tower. 

The prospects forthe Communi¬ 
cations Group in 1980 are good as it 
should benefit from the investments 
and improvements made in 1979, as 
well as a stronger, tighter market 
caused by the Olympics and Presi¬ 
dential election campaigns. 

Broadcasting is a growth indus¬ 
try which will do well in the 1980's. 
General Cinema is interested in fur¬ 
ther expansion in this,itt$ustry and 
has looked at several acquisition 
opportunities. Our strategy is to build 
up the strong nucleus of broadcast¬ 
ing properties we currently own, and 
to increase our commitments in the 
broadcasting field. 


WCIX-TV, the lead¬ 
ing independent TV 
station in South Florida, 
received three Emmy 
Awards in 1979 for its 
news and public affairs 
programming. 
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Financial Review 


Forthefiscal yearended October 
31, 1979, General Cinema’s operating 
results improved significantly. Con¬ 
solidated and per share earnings from 
continuing operations advanced 
20.5% and 21.8% overthe prioryear’s 
record levels, to $30.6 million and 
$2.79, respectively, on total revenues 
of $656.1 million. Fiscal 1979 opera¬ 
ting earnings, before corporate ex¬ 
penses, decreased 2.2% after the 
inclusion of $10.9 million of losses 
attributable to Sunkist in its first year 
as an operating unit. Excluding 
Sunkist, operating earnings increased 
13.3%, reflecting the record per¬ 
formances turned in by the Beverage 
and Theatre Divisions. 

Late in the fiscal year, the Com¬ 
pany decided to terminate its film 
financing operations. Consequently, 
this activity has been accounted for 
as a discontinued operation and the 
net loss was $6.0 million in fiscal 1979 
and $1.2 million in 1978, equivalentto 
$.55 pershareand$.11 pershare, 
respectively. 

During the year the Company re¬ 
ported an extraordinary credit reflect¬ 
ing the present value, net of taxes, 
resulting from an agreement with a 
supplier, in the amount of $1.8 million. 
This matter is more fully discussed in 
the notes to the consolidated financial 
statements. 

Comparative consolidated oper¬ 
ating margins, excluding Sunkist, in¬ 
creased to 11.9% from 11.4% in 
1978. The 1979 combined state and 
Federal income tax rate was 43.4% 
and reflects the 2% statutory reduc¬ 
tion in Federal income taxes forten 
months of the year. Return on average 
shareholders’ equity based on earn¬ 
ings from continuing operations was 
22.5% in fiscal 1979, compared to 
21.6% in 1978. This increase was 
achieved in spite of the substantial 
increase in Sunkist charges. 

The Company further strength¬ 
ened its capital structure during the 
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year. Shareholders’ equity rose by 
$20.3 million to $146:2 million and 
bookvaiue pershare increased to 
$13.32. Long-term debt, including 
$53.9 million of capitalized leases, 
was $149.1 million—about the same 
level as last year. 

General Cinema also has signifi¬ 
cantly increased its ability to fund its 
future growth through acquisition. 
During the year, we increased our 
revolving credit lines from $50 million 
to $100 million, and at year-end the 
Company had over $35 million of cash 
and marketable securities. 

In fiscal 1979, the Company fully 
implemented the lease accounting 
procedures required by Financial Ac¬ 
counting Standards Board Statement 
No. 13. These accounting principles 
require that certain long-term leases 
entered into priorto January 1,1977 
be capitalized and reflected both as 
assets and as long-term debt on the 
balance sheet. Consequently, $30.9 
million of such leases were recorded 
in the fiscal yearended October31, 

1979, and the financial statements for 
all prior fiscal years were restated. 

Overall interest costs declined 
modestiy during fiscal 1979. The sig¬ 
nificant decline in interest paid on bor¬ 
rowed money, primarily due to a 
higher level of interest earned on 
investments, was offset by increased 
imputed interest on capitalized 
leases. Pretax interest coverage was 
10.9 times; total fixed charge cover¬ 
age, including minimum lease pay¬ 
ments, was 3.9 times—by far the 
highest in the Company’s history. 

Total capital expenditures ag¬ 
gregated $57.3 million of which $39.7 
million were cash outlays and the re¬ 
maining $17.6 million were capitalized 
leases. 

In connection with its own film 
financing activities the Company pur¬ 
chased 427,900 shares of Columbia 
Pictures Industries common stock for 


$9.7 million. This purchase was the 
initial step towards our then intended 
objective of acquiring a substantial 
equity position in Columbia Pictures. 
The Company, currently, has a sig¬ 
nificant unrealized appreciation on 
this purchase; however, any gain or 
loss resulting from its sale will be 
accounted for as part of our discon¬ 
tinued film financing operation. 

Franchises, licenses, trademarks 
and goodwill consist entirely of na¬ 
tional branded soft drink franchises 
and broadcasting licenses, both of 
which are stated at cost which is sub¬ 
stantially below their current market 
values based on recent sales of sim¬ 
ilar assets by others. 

General Cinema has had a long¬ 
standing policy of sharing its earnings 
grov.'th with its Shareholders in the 
form of increased cash dividends. 
Over the last ten years dividends have 
grown at an average annual rate of 
21.7%. Consistent with the Board of 
Directors’ stated policy of paying 
dividends equivalentto 25-30% of 
earnings, the quarterly cash payout 
was increased to $.17 per share from 
$.14 pershare—an increase of 21.4%. 

On April 18, 1979, the Company 
paid a 100% stock dividend to its 
Shareholders. The effect of this action 
was to double the numberof shares 
outstanding and to reduce the pur¬ 
chase price of a share, thereby 
improving the marketability of the 
Company's common stock. 

General Cinema's performance 
over the last decade has clearly dem¬ 
onstrated its ability to grow and ex¬ 
pand at a rate significantly above that 
of inflation. Ourability to do so con¬ 
sistently—in all stages of the eco¬ 
nomic cycle—gives us comfort as we 
head into the decade of the 80's. We 
feel General Cinema has the products, 
the financial wherewithal and the 
management group to continue its 
growth record in the years ahead. 
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Management’s Analysis of Operations 


The information included in the 
Ten Year Summary on pages 20 and 
21 of this report indicates the growth 
of the Company over the last decade. 
Certain matters that influenced oper¬ 
ations for the last two years are dis¬ 
cussed below. 

Consolidated 

Revenues increased $61,243,000 
or 10.3% in the fiscal year ended 
October 31,1979, attributable prima- 
rilyto increased case sales and higher 
prices in the Beverage Division and 
higher prices but lower attendance in 
the Theatre Division. In the prioryear, 
revenues increased $129,791,000 or 
27.9%, attributable primarily to in¬ 
creased volume and higher prices in 
both divisions. 

Operating Costs and Expenses 
increased $62,756,000 or 11.9% in 
1979, primarily because of highervol- 
ume of business and inflationary 
trends in the Beverage Division and 
the inclusion of the Sunkist operation. 
In 1978, Sunkist costs were included 
as product research and development 
in Corporate Expenses. In fiscal 1978, 
Operating Costs and Expenses in¬ 
creased $110,528,000 or 26.5%, be¬ 
cause of higher volume of business 
and inflationary trends. 

Beverage Division 

Revenues increased $49,680,000 
or 15.8% in 1979 and $74,741,000 or 
31.1 % in 1978, because of increased 
case sales volume and higher selling 
prices and, in 1978, the full-year 
impact of two bottling companies pur¬ 
chased in 1977. 

Operating earnings increased 
$7,458,000 or 19.3% in 1979 and 
$7,570,000 or 24.3% in 1978, as a re¬ 
sult of increased volume of business 
and inflationary trends. 


Theatre Division 

Revenues were unchanged in 
1979 as increased average admission 
prices offset a decline in attendance. 
Revenues in 1978 increased 
$52,613,000 or24.6%, because of 
increases in attendance and average 
admission prices. 

Operating earnings increased 
$1,817,000 or 7.0% in 1979, as a re¬ 
sult of increased refreshment sales 
and operating efficiencies. Operating 
earnings in 1978 increased 
$10,937,000 or 73.0%, as a result of 
increased volume and operating 
efficiencies. 

Sunkist 

Sunkist operations were included 
in revenues and operating earnings 
for the first time in 1979. 

Communications and Other 

Revenues increased $4,168,000 
or 31.3% in 1979, primarily as a result 
of increased television revenues, two 
radio stations purchased in 1979, and 
the full year’s impact of two radio sta¬ 
tions purchased in 1978. Revenues 
increased $2,437,000 or 22.4% in 
1978 as a result of increased tele¬ 
vision revenues and the purchase of 
two radio stations. 

Operating earnings increased 
modestly in 1979 asearningsin- 
creases were offset by a higher level 
of development costs associated with 
the two purchased radio stations. 
Operating earnings in 1978 increased 
$756,000 or 32.9% because of an in¬ 
crease in broadcasting earnings par¬ 
tially offset by a $783,000 provision 
for rent arrearages from leases. 

Corporate 

Interest-Net declined $2,100,000 
or 41.7% in fiscal 1979, principally 
due to a higher level of interest earned 
on short-term investments. 
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Auditors’ Report 

BOARD OF DIRECTORS AND 
SHAREHOLDERS GENERAL 
CINEMA CORPORATION 

We have examined the consoli¬ 
dated balance sheets of General 
Cinema Corporation and subsidiaries 
as of October 31,1979 and 1973, 
and the related consolidated state¬ 
ments of earnings, shareholders’ 
equity and changes in financial posi¬ 
tion for the years then ended. Our 
examinations were made in accord¬ 
ance with generally accepted auditing 
standards and, accordingly, included 
such tests of the accounting records 
and such other auditing procedures 
as we considered necessary in the 
circumstances. 

in our opinion, the consolidated 
financial statements referred to above 


present fairly the financial position 
of General Cinema Corporation and 
subsidiaries as of October 31,1979 
and 1978, and the results of their 
operations and the changes in'their 
financial position for the years then 
ended, in conformity with generally 
accepted accounting principles 
applied on a consistent basis, after 
restatement for the change, with 
which we concur, in the method of 
accounting for leases in accordance 
with Statement of Financial Account¬ 
ing Standards No. 13. 

TOUCHE ROSS & CO. 

Certified Public Accountants 

Boston, Massachusetts 
December 21,1979 
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7era Year Summary* (Unaudited) 

General Cinema Corporation and Subsidiaries 


(Dollar amounts in thousands 
except Per Share Data) 


Years ended October 31, 1979 1378 


Revenues Beverage Division. $364,836 3315,156 

Theatre Division . 266,461 266,370 

Sunkist . 9,625 — 

Communications and Other . 17,499 13,331 

Total . 656,100** 594,857 


Costs and Expenses Beverage Division. 318,639 276,417 

Theatre Division . 238,716 240,442 

Sunkist . 20,521 — 

Communications and Other . 14,340 10,280 

Total . 589,895** 527,139 


Operating Earnings Beverage Division. 46,197 38,739 

Theatre Division . 27,745 25,928 

Sunkist . (10,896) — 

Communications and Other . 3,159 3,051 

Total . 66,205 67,718 


Corporate Expenses Interest . 8,741 9,445 

Administrative and Other . 3,343 3,450 

Product Research and Development. — 5,850 

Allowance for Investment Loss . — 2,280 


Earnings Earnings from Continuing Operations before Income Taxes 54,121 46,693 

Income Taxes . 23,489 21,268 

EARNINGS FROM CONTINUING OPERATIONS . 30,632 25,425 

Earnings before Extraordinary Items . 24,627 24,213 

_Net Earnings .. $ 26,472 $24,213 


Depreciation and Amortization (excluding 

capitalized leases) . $ 22,023 S 19,825 

Capital Expenditures (excluding capitalized leases) . 39,760 27,122 

Total Assets (including capitalized leases) . 385,325 351,641 

Total Long-Term Debt (including capitalized leases) . 149,085 148,322 

Shareholders'Equity . 146,217 125,929 

Long-Term Debt to Shareholders'Equity . 1.02 to 1 1.18 to 1 

Number of Shares Outstanding*** . 10,984,504 11,114,824 


Per Share Data Earnings from Continuing Operations . $ 2.7S 3 2.29 

Earnings before Extraordinary Items . 2.24 2.18 

Net Earnings . 2.41 2.18 

Dividends Paid . .59 .47 

Book Value . 13.32 11.49 


•Restated to reflect the Company's decision to discontinue its film financing 
activity, full implementation of accounting for leases as required by Financial 
Accounting Standards Board Statement No. 13 and adjusted to reflect stock 
splits and stock dividends. 
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Csrasslidated BaSaraee Sheets 

General Cinema Corporation and Subsidiaries 




(Dollar amounts i 

n thousands) 



October 31, 1979 

1978 

Assets 

CURRENT ASSETS 

Cash . 

. $ 24,513 

$ 25,947 


Marketable securities— At cost (market value 

$11,698 and $8,000). 

10,659 

8,000 

Notes and accounts receivable—Trade, 
less allowance for doubtful accounts 

$1,150 and $1,066 . 

28,798 

21,854 

Sundry deposits and receivables. 

10,564 

8,167 

Inventory. 

25,300 

23,961 

Other current assets. 

3,732 

3,273 


Total Current Assets. 

. 103,571 

91,202 

INVESTMENTS in unconsolidated affiliated 
companies—At underlying equity. 

303 

2,234 

PROPERTY, PLANT AND EQUIPMENT-At cost, 
net of accumulated depreciation and 

amortization—Owned. 

—Leased. 

. 142,674 

58,038 

125,877 

50,851 


200,712 

176,728 

OTHER ASSETS. 

34,429 

35,919 

FRANCHISES, TRADEMARKS, LICENSES AND 
GOODWILL—Principally beverage franchises. 

46,310 

45,558 


$385,325 

$351,641 


See notes to consolidated financial statements. 
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October 31, 

1979 

1978 

i ilities 

CURRENT LIABILITIES 

Long-term liabilities—Due within one year— 

Capitalized lease obligations. 

Other. 

Accounts payable. 

Taxes payable . 

$ 10,261 
9,565 
62,774 
3,191 

$ 8,054 
3,553 
53,453 
10,742 


Total Current Liabilities . 

85,791 

75,802 


LONG-TERM LIABILITIES 

Senior debt. 

Capitalized lease obligations. 

Subordinated debt . 

Other. 

78,046 

53,924 

10,947 

6,168 

80,589 

48,085 

13,711 

5,937 


Total Long-Term Liabilities . 

149,085 

148,322 


DEFERRED INCOME TAXES . 

4,232 

1,588 


COMMITMENTS AND CONTINGENCIES 




and Shareholders’ Equity SHAREHOLDERS’ EQUITY 

PREFERRED STOCK-SI .00 Par Value 

Authorized and unissued—1,000,000 shares . — — 

COMMON STOCK-SI .00 Par Value 
Authorized—15,000,000 shares . 

Issued—11,072,444 shares . 11,072 11,072 

ADDITIONAL PAID-IN CAPITAL . 2,366 2,366 

RETAINED EARNINGS. 136,299 116,812 


LESS COMMON STOCK IN TREASURY-At cost, 
95,250 shares and 116,900 shares . 

149,737 

3,520 

130,250 

4,321 

Total Stockholders’ Equity. 

... 146,217 

125,929 


$385,325 

$351,641 


See notes to consolidated financial statements. 
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Consolidated Statements of Earnings 

General Cinema Corporation and Subsidiaries 


(Dollar amounts in thousands 
except Per Share Data) 

Years ended October 31, 1979 1978 

REVENUES . $ 656,100 $594,857 

OPERATING COSTS AND EXPENSES . 589,895 527,139 

OPERATING EARNINGS . 66,205 67,718 

CORPORATE EXPENSES 

Interest on capitalized leases . 5,810 4,414 

Other interest—Net. 2,931 5,031 

Administrative and other . 3,343 3,450 

Product research and development . — 5,850 

Allowance for investment loss . — 2,280 

12,084 21,025 

EARNINGS FROM CONTINUING OPERATIONS 
BEFORE INCOME TAXES . 54,121 46,693 

INCOME TAXES. 23,489 21,268 

EARNINGS FROM CONTINUING OPERATIONS . 30,632 25,425 

LOSS FROM DISCONTINUED OPERATIONS . 6,005 1,212 

EARNINGS BEFORE EXTRAORDINARY ITEM. 24,627 24,213 

EXTRAORDINARY CREDIT . 1,845 

NET EARNINGS . $ 26,472 $ 24,213 


NET EARNINGS (LOSS) PER COMMON AND COMMON 
EQUIVALENT SHARE: 

From continuing operatiobs . $ 2.79 $ 2.29 

From discontinued operations. (. 55 ) (.11) 

Extraordinary credit . .17 — 

Net earnings. $ 2.41 $ 2.18 


See notes to consolidated financial statements. 
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Consolidated Statements of Changes in Ftnanda! Position 

General Cinema Corporation and Subsidiaries 


(Dollar amounts in thousands) 


Years ended October31, 1979 1978 


Sources of Working Capital Earnings from continuing operations. $30,632 $ 25,425 

Add: Expenses not requiring an outlay of working capital 
in current period: 

Depreciation and amortization—Owned . 22,731 19,998 

-Leased . 9,783 7,320 

Allowance for losses on investments and 

disposition of property. 177 4,834 

Other items. 2,973 108 


Working capital provided from continuing operations . 66,296 57,685 


Loss from discontinued operations. (6,005) (1,212) 

Add: Expenses not requiring an outlay of 
working capital in current period: 

Film production costs. 10,916 928 


Working capital provided from (used in) 

discontinued operations. 4,911 (284) 


Extraordinary item. 1,845 


Working capital provided from operations and 

extraordinary item. 73,052 57,401 

increase in capitalized lease obligations. 17,587 24,407 

Increase in long-term debt. 3,773 27,584 

Net proceeds from disposition of property, 

plant and equipment. 1,860 1,616 

Issuance of common stock. 288 1,583 

Other items. — 4,068 


96,560 116,659 


Uses of Working Capital Property, plant and equipment—purchased. 39,758 27,122 

-leased. 17,587 24,407 

Decrease in long-term liabilities- 

capitalized lease obligations. 11,748 5,597 

Other . 8,935 22,248 

Increase in film production costs. 6,332 12,225 

Cash dividends. 6,472 5,216 

Purchase of franchises, trademarks, licenses 

and goodwill . 1,242 2,924 

Purchase of stock for Treasury. — 4,602 

Other items . 2,106 — 


94,180 104,341 

increase in Working Capital.. $ 2,380 $12,318 


See notes to consolidated financial statements. 
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Analysis of Changes in Consolidated Working Capita! 
increase (Decrease) 

General Cinema Corporation and Subsidiaries 


(Dollar amounts in thousands) 


Years ended October 31, 1979 1978 


Current Assets Cash . $(1,429) S 9,596 

Marketable securities . 2,559 8,000 

Notes and accounts receivable—Trade. 6,344 6,079 

Sundry deposits and receivables. 2,397 110 

Inventory . 1,339 9,331 

Other current assets . 459 1,045 


12,369 34,161 


Current Liabilities Long-term liabilities-Due within one year— 

Capitalized lease obligations. (2,207) (4,560) 

Other .~. (6,012) 1,917 

Accounts payable. (9,321) (18,545) 

Taxes payable. 7,551 (655) 


(9,989) (21,843) 

Increase in Working Capital. $ 2,380 $12,318 


Consolidated Statements of Shareholders’ Equity 

General Cinema Corporation and Subsidiaries 


(Dollar amounts in thousands) 


Years Ended October 31, 1979 and 1978 

Common stock 

Additional 

paid-in 

capital 

Retained 

earnings 

Treasury stock 

Shares 

Amount 

Shares 

Amount 

BALANCE—October 31, 1977—As previously 







reported. 

5,589,247 

$ 5,589 

$8,503 

$100,306 

54,339 

$1,956 

Shares issued pursuant to 100% stock 







dividend. 

5,483,197 

5,483 

(5,483) 




Adjustment for retroactive restatement 







for capitalized leases . 




(2,491) 



BALANCE—October 31, 1977—As restated . 

11,072,444 

11,072 

3,020 

97,815 

54,339 

1,956 

Net earnings . 




24,213 



Cash dividends paid—$.47 per share. 




(5,216) 



Shares issued on exercise of stock options. 



(636) 


(34,200) 

(1,221) 

Shares issued on acquisition of radio stations.. 



(18) 


(28,239) 

(1,016) 

Shares purchased. 





125,000 

4,602 

BAI ANCE—October 31, 1978—As restated. 

11,072,444 

11,072 

2,366 

116,812 

116,900 

4,321 

Net earnings . 




26,472 



Cash dividends paid—$.59 per share. 




(6,472) 



Shares issued on exercise of stock options. 




(513) 

(21,650) 

(801) 

BALANCE-October 31, 1979. 

11,072,444 

$11,072 

$2,366 

$136,299 

95,250 

$3,520 
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Motes to Consolidated Financial Statements 

General Cinema Corporation and Subsidiaries 


Years Ended October 31,1979 and 1978 


1. Summary of Significant Accounting Policies: 

Principles of consolidation—All majority-owned sub¬ 
sidiaries are included in the consolidated financial state¬ 
ments. Affiliated companies in which the Company owns 
a less than majority interest are accounted for by the 
equity method. All intercompany accounts and transac¬ 
tions have been eliminated. 

Accounting for leases—In compliance with the pro¬ 
visions of Financial Accounting Standards Board State¬ 
ment No. 13, the Company has given effect in the finan¬ 
cial statements for 1979 and 1978, by restatement, to the 
retroactive application of the requirements of this state¬ 
ment for all material lease transactions. The effect of 
capitalizing leases was to reduce the 1978 earnings from 
continuing operations from $25,823,000 to $25,425,000 
and to reduce corresponding earnings per share from 
$2.32 to $2.29. 

Inventory—Inventory is stated at the lower of cost (first- 
in, first-out method) or market. Market represents the 
lower of replacement cost or estimated net realizable 
value. 

Property, plant and equipment—Depreciation and 
amortization has been provided on the straight-line 
method based upon the following estimated useful lives 
of the assets: 

Years 


Buildings and improvements . 10-40 

Equipment and fixtures. 6-20 

Vehicles and vending machines . 4- 8 

Returnable bottles and cases. 4 

Property leased to others . 8-25 

Capitalized leases—real estate . 20-25 

—equipment . 4- 3 


Leasehold improvements ... Lesser of lease or asset life 

Expenditures for maintenance, repairs and renewals are 
charged to expense as incurred whereas major better¬ 
ments are capitalized. 

Debt discount and expense—Debt discount and ex¬ 
pense is amortized over the term of the applicable debt. 

Leasehold expense—Leasehold expense is amortized 
over the lease lives, not exceeding thirty-three years. 


Franchises, trademarks, licenses and goodwill—Fran¬ 
chises, trademarks, licenses and goodwill acquired prior 
to fiscal 1971 are not amortized as management consid¬ 
ers their value to be of a permanent nature Acquisitions 
subsequentto fiscal 1970 in the amount of $19,451,000 
are amortized on the straight-line basis primarily over 
forty years. The amortization amounted to $490,000 in 
1979 and $432,000 in 1978. 

Income taxes—The Company and its subsidiaries file a 
consolidated Federal income tax return and, where prac¬ 
tical, consolidated state tax returns. 

Investment credits are accounted for on the flow-through 
method whereby the benefit is reflected currently. 

Deferred income taxes—Deferred income taxes repre¬ 
sents the tax effect of timing differences between finan¬ 
cial and tax reporting. The principal differences relate to 
depreciation, deferred compensation arrangements and 
provisions for loss on theatre dispositions. 

2, Description of Operations: 

Beverage Division—The Company manufactures and 
distributes Pepsi-Cola, Dr Pepper, 7-UP, Sunkist and 
other carbonated and noncarbonated beverages. The 
beverage business is conducted primarily underfran- 
chise agreements, and the production plants are located 
in nine states. 

Theatre Division—The Company operates motion pic¬ 
ture theatres in thirty-nine states and the District of 
Columbia. The theatre units are predominantly multi¬ 
screen and located in regional shopping malls in metro¬ 
politan areas. 

Sunkist Soft Drinks—Sunkist Soft Drinks is in the busi¬ 
ness of developing and marketing proprietary soft drinks 
under a license granted by Sunkist Citrus Growers. 

Communications and Other—The Company operates a 
television station in Florida, FM radio stations in Chicago, 
Philadelphia and Boston, and an AM radio station in 
Boston. Also, the Company is a lessor of real estate 
in sixteen states. 
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Additional Financial Information— 



1979. 

1978 


(In thousands) 

Revenues: 

Beveraoe . 

. S364.836 

$315,156 

Theatre . 

. 266,461 

266,370 

Sunkist Soft Drinks. 

9,625 

— 

Communications and Other... 

.. 17.499 

13,331 

Intersegment . 

(2,321) 

- 

Total revenues . 

.. $656,100 

$594,857 

Operating earnings: 

Beverage . 

. $ 46,197 

$ 38,739 

Theatre . 

. 27,745 

25,928 

Sunkist Soft Drinks. 

. (10,896) 

— 

Communications and Other... 

3,159 

3,051 

Total operating earnings ... 

. S 66,205 

$ 67,718 

Identifiable assets: 

Beverage . 

. $213,038 

$189,788 

Theatre . 

. 105,283 

100,705 

Sunkist Soft Drinks. 

2,090 

— 

Communications and Other... 

. 34,318 

29,832 

Discontinued Operations. 

. 24,582 

18,591 

Corporate . 

6,014 

12,725 

Total identifiable assets. 

. $385,325 

$351,641 

Capital expenditures: 

Beverage . 

. $ 41,638 

$ 40,247 

Theatre . 

. 10,769 

9,475 

Sunkist Soft Drinks. 

257 

— 

Communications and Other... 

4,681 

1,604 

Corporate . 

- 

203 

Total capital expenditures . 

. $ 57,345 

$ 51,529 

Depreciation: 

Beverage . 

. S 24,454 

$ 19,822 

Theatre . 

6,559 

6,425 

Sunkist Soft Drinks. 

45 

— 

Communications and Other ... 

748 

474 

Total depreciation . 

. $ 31,806 

$ 26,721 

3. Inventory: 


1979 

1978 


(In thousands) 

Finished products . 

... $ 9,114 

$ 7,988 

Raw materials and supplies. 

... 10,364 

8,962 

Theatre refreshment inventory... 

... 1,722 

1,578 

Film production costs 

and scripts . 

... 4,100 

5,433 


$25,300 

$23,961 


4. Property, Plant and Equipment (Partially Pledged): 



1979 

1978 


(In thousands) 

Land . 

$ 5,606 

$ 4,694 

Buildings and improMtsfents. 

16,609 

12,316 

Leasehold imorovements. 

65,257 

58,841 

Equipment and fixtures . 

63,309 

51,512 

Vehicles and vending machines 

33,373 

31,564 

Returnable bottles and cases .... 

38,322 

34,858 

Property leased to others. 

4,318 

4,105 

Capitalized leases—real estate .. 

26,753 

26,343 

—equipment .. 

58,925 

43,554 


312,472 

267,787 

Less accumulated 
depreciation and 

amortization—owned . 

84,120 

72,013 

—leased . 

27,640 

19,046 


111,760 

91,059 


$200,712 

$176,728 

5. Other Assets (Partially Pledged): 



1979 

1978 


(In thousands) 

Unamortized leasehold 

expense (a) . 

$ 8,956 

$ 9,748 

Notes, loans and accounts 
receivable—Due after 

one year . 

10,941 

8,240 

Television programming rights ... 

1,919 

2,179 

Film production costs and scripts 

10,823 

13,158 

Unsecured notes—Net (b) . 

— 

— 

Other. 

1,790 

2,594 


$34,429 

$35,919 


(a) Amortization of leasehold expense, consisting pri¬ 
marily of amounts paid to acquire theatre leases, is 
included in depreciation and amortization expense 
and amounted to $823,000 in 1979 and $921,000 
in 1978. 

(b) The Company invested $3,380,000 in notes (includ¬ 
ing subordinated notes, convertible until 1988 into 
80% of the common stock) of a corporation engaged 
in the operation of five retail furniture warehouse 
stores. The investment is stated net of an allowance 
for loss on investment of $3,380,000, including a 1978 
fourth quarter adjustment of $2,280,000, which 
reduced pershare earnings $.13. The Company has 
not recognized unpaid interest income of $666,000 
for 1979 and $465,000 for 1978. 

The Company has also guaranteed long-term real 
estate leases, expiring from 1980 to 2004, with min¬ 
imum annual rentals of $1,021,000, and equipment 
leases with minimum annual rentals of $58,000, 
expiring from 1981 to 1984. The Company has also 
guaranteed liabilities in the amount of $983,000. 
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6. Long-term Liabilities (Excluding Current 
Maturities): 


Interest 1979 1978 



Rate 

Maturity 

Amount Amount 

Unsecured: 
Senior Notes 

11% 

(In tnousands) 

1980-1990$ 25,200$ 30,000 

Senior Notes 

8.75% 

1983-1992 

40,000 

40,000 

Revolving 
line of 
credit (a) 

prime 

1985 



Senior sub¬ 
ordinated 
debt 

9.5% 

stated 

(8.1% 

effective) 

1980-1983 

10,947 

13,711 

Term loan (b) 

Varying 

1982-1986 

2,300 

— 

Revolving 
line of 
credit (b) 

118% of 
prime 

1986 

1,000 


Other notes 

6-8.6% 

1980-1992 

3,717 

4,210 

Collateralized: 

Real 

estate and 
equip¬ 
ment (c) 

6-9.5% 

1980-1993 

3,704 

3,450 

Leases and 
television 
program¬ 
ming 
rights (d) 

4-12.25% 1980-1987 

2,124 

2,929 

Capitalized 
Lease Obli¬ 
gations (e) 

6.25- 

13.3% 

1980-2003 

53,924 

48,085 

Other 

Liabilities 


1980-1994 

6,169 

5,937 




$149,085 $148,322 


(a) The revolving credit agreement dated as of October 
31,1976, as amended, between the Company and 
several banks provides a maximum amount of credit 
of $100,000,000. Interest is at the prime rate increas¬ 
ing in fiscal 1983 by Vz°/o. The Company has agreed 
to maintain compensating cash balances of 5% of 
the outstanding credit line and 5% of borrowings and 
to pay a commitment fee at an annual rate of Vz % of 
the unused line of credit. The Company did not bor¬ 
row under this agreement during 1979. 

(b) A majority-owned subsidiary of the Company has a 
term loan of $2,300,000 and a revolving credit agree¬ 
ment of $1,000,000 dated as of July 31,1979. 

Through 1983, the term loan bears interest at a rate of 
9.25% per annum and the subsidiary has agreed to 
maintain a 5% compensating balance.Thereafter, the 
annual interest rate is 120% of the prime rate plus 

Vz % with no compensating balance. 


(c) Real estate and equipment carried at $6,735,000 in 
1979 and $7,529,000 in 1978 have been pledged as 
collateral for indebtedness. 

(d) Leaseholds and television programming rights car¬ 
ried at $4,117,000 in 1979 and $5,805,000 in 1978 
have been pledged as collateral for notes payable. 

(e) Capitalized lease obligations relate to beverage 
facilities, beverage plants, vending machines, 
vehicles, and theatres. 

The minimum payment obligations arising from the 
above leases at October 31, 1979 are as follows: 

1980—$15,978,000; 1981 —$15,037,000; 1982- 
$12,942,000; 1983—$9,491,000; 1984—$6,380,000; 
all years thereafter—$36,792,000. Amounts repre¬ 
senting interest, executory costs and unexpended 
trust funds aggregate $32,432,000. The preseni value 
of the future minimum lease payments is $64,188,000. 

The aggregate maturities of all long-term liabilities and 
capitalized lease obligations afe.as follows: 1980— 
$19,826,000; 1981—519,248,000; 1982—$17,743,000; 
1983—814,197,000; 1984—514,765,000; thereafter— 
$83,132,000. 

Certain loan agreements contain, among other restric¬ 
tions, provisions limiting the issuance of additional debt 
and guarantees, the execution of additional leases, the 
redemption of the Company's capital stock and the pay¬ 
ment of dividends. At October 31,1979, $33,000,000 of 
consolidated retained earnings were available for the 
payment of dividends. 

7. Shareholders’ Equity: 

On March 9,1979 the Company's shareholders ap¬ 
proved an increase in authorized common stock to 
15,000,000 shares. The Company’s Board of Directors 
authorized a two-for-one stock split of common stock 
effected in the form of a stock dividend distributed to 
shareholders of record as of March 23,1979. Accord¬ 
ingly, common stock issued has been increased and 
additional paid-in capital decreased by $5,483,197. 
These changes have been retroactively reflected in the 
accompanying financial statements. 

Common stock options—Eligible employees have been 
granted five-year options under a qualified stock option 
plan (expired on February 28,1974), and ten-year 
options underthe 1976 Stock Option Plan. In addition, 
certain employees were granted ten-year options for 
10,000 and 25,000 shares in 1979 and 1978, respec¬ 
tively. Options outstanding at October 31,1979 were 
granted at prices (not less than 100% of the fair market 
value of the shares on the date of grant) varying from 
$11.8125 to $18.0625 per share, exceptforthe non-plan 
option granted in 1979at $12,375 pershare. 
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Changes in the outstanding options are summarized 
below: 



1979 

1978 

Options outstanding—beginning 

of year. 

Add: Granted . 

. 157,700 
. 41,000 

161,900 

70,000 


198,700 

231,900 

Less: Exercised . 

Cancelled . 

. 32,500 
. 7,000 

68,400 

5,800 


39,500 

74,200 

Options outstanding- 
end of year. 

. 159,200 

157,700 

Options exercisable- 
end of year. 

73,200 

87,700 


At October 31, 1979, the aggregate number of shares for 
which options may be granted underthe 1976 Stock 
Option Plan was 331,000 shares. 


There are 490,200 common shares reserved for issuance 
upon the exercise of stock options at October 31,1979. 

Earnings per common and common equivalent share— 
Earnings per share is based upon 10,985,000 shares in 
1979 and 11,115,000 shares in 1978, the weighted aver¬ 
age number of common and common equivalent shares 
outstanding during each year. 

Earnings per common and common equivalent share 
assuming full dilution has not been presented because 
the'dilutive effect is not material. 

8. Income Taxes: 


A reconciliation of the Company’s statutory and effec¬ 
tive Federal income tax expense and rates is as follows: 



1379 

1978 


Amount % 

Amount % 


(Dollar amounts 


in thousands) 

Statutory tax expense . 

State income taxes—Net of 

$25,074 46 

$22,413 48 

Federal income tax effect 

1,943 4 

1,935 4 

Investment tax credit . 

(3,550) (7) 

(3,405) (7) 

Other. 

22 - 

325 1 

Income taxes. 

$23,489 43 

$21,268 46 


State income taxes were $3,621,000 in 1979 and 
$3,723,000 in 1978. Deferred income tax expense 
was $879,000 in 1979 and $305,000 in 1978. 


9. Discontinued Operations: 

In October, 1979, the Company announced its intention 
to discontinue its film financing operations. Operating 
results of the discontinued film financing operations for 
1979 and prioryears have been segregated in the Con¬ 
solidated Statements of Earnings so as to show sep¬ 
arately the results of continuing operations. The amounts 
shown for discontinued operations are aftertax benefits 
of $5,824,000 in 1979 and $1,335,000 in 1978. 


The assets of the discontinued operations at October 31, 
1979 are as follows: 


Marketable securities (market value 

$10,698,000). $ 9,659,000 

Completed feature films: 

Recovery anticipated in fiscal 1980 . 4,100,000 

Recovery anticipated subsequently 
in secondary markets. 10,823,000 


$24,582,000 

The Company does not anticipate a net loss from the 
disposition of these assets. 

10. Extraordinary Credit: 

On June 14,1979, the Company filed a complaint against 
a former officer and director alleging that, over a period 
of several years, $5.9 million of allowances, claims and 
credits paid by a major supplier were diverted to a cor¬ 
poration owned by said former officer. In this action, the 
Company is seeking to fully recover the diverted amounts 
as well as interest and costs. 

The Company has entered into an agreement with the 
supplier which will enable the Company eventually to 
fully recover the diverted amounts. The present value of 
the amount to be received pursuant to the terms of this 
agreement is reflected in the financial statements as an 
extraordinary credit net of applicable income taxes of 
$1,867,000. 

If the Company had received the allowances, claims and 
credits to which it was entitled during fiscal 1978, earn¬ 
ings pershare would have been increased by $.09. 

11. Commitments and Contingencies: 

Leases—The Company’s long-term operating leases 
generally provide that the Company will pay real estate 
taxes and other expenses and, in certain cases, addi¬ 
tional rentals based on revenue. The rent expense con¬ 
sists of: 


1979 1978 



(In thousands) 

Basic rent . 

. $18,664 $17,905 

Real estate taxes . 

. 1,979 2,817 

Additional rent . 

. 5,296 4,696 


$25,939 $25,418 

These leases are primarily real 

estate leases and provide 

for minimum annual rentals. Unless the Company exer¬ 
cises its renewal options, the future minimum rental pay- 

mentswill be as follows: 

(In thousands) 

1980 . 

. $ 18,512 

1981 . 

. 18,395 

1982 . 

. 17,952 

1983 . 

. 17,703 

1984 . 

. 17,207 


Thereafter . 166,509 

$256,278 
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Guarantees and Pledge—The Company has guaranteed 
leases for several 50%-owned affiliated companies. The 
minimum annual rent underthese leases is $539,000. 
Pension Plans—The Company has five noncontributory 
retirement plans for certain employees not covered by 
other plans. For these pension plans, the charges against 
income for 1979 and 1978 were $2,484,000 and 
$2,190,000, respectively. The estimated liability for past 
service is approximately $10,700,000 and is being 
funded over periods ranging up to thirty years. 

The actuarially computed vested benefits underfourof 
these plans exceed the assets by approximately 
$ 2 , 000 , 000 . 

Franchise Agreements—In 1978, the Federal Trade 
Commission ruled that territorial sales restrictions, per¬ 
taining to nonreturnable containers, set forth in major 
soft drink franchise agreements, are unreasonable 
restraints of trade. Both The Coca-Cola Company and 
PepsiCo., Inc., have appealed the decision to the 
courts. The Ccr.pnny is unable to predict the outcome 
of this litigation. 

Litigation—The Company and its subsidiaries are parties 
to several law suits arising from their operations. Man¬ 
agement is of the opinion that the outcome of these suits 
will not have a material effect on the Company’s con¬ 
solidated financial position or results of operations. 


12. Replacement Cost information (Unaudited): 

In compliance with Securities and Exchange Commis¬ 
sion regulations, certain unaudited replacement cost 
data in the Company’s Annua! Report on SEC Form 10-K 
(a copy of which is available upon request) contains 
information based on estimates on the current and de¬ 
preciated replacement cost of productive capacity and 
depreciation expense on a replacement cost basis. Such 
information shows that, on the basis of estimated re¬ 
placement cost, property, plant and equipment and 
depreciation expense would be significantly greater than 
on the basis of historical cost. Disclosures with respect 
to inventories and cost of sales are not applicable be¬ 
cause of the relatively short time span between purchase 
and sale of inventory. 

Although the cumulative impact of inflation over a num¬ 
ber of years results in indicated higher costs for replace¬ 
ment of existing property, plant and equipment, such 
costs would be partially offset by increased operating 
efficiency and price adjustments. Disclosures with 
respect to replacement cost of productive capacity 
represent, in the Company’s view, reasonable approxi¬ 
mations of the information required. It is important that 
the data be viewed with caution without attempting to 
simplistically ascribe to it a degree of significance which 
may not be warranted. 


13. Comparative Quarterly Financial Information (Unaudited): 

This information has been restated to reflect the Company’s decision to discontinue its film financing operation and full 
implementation of accounting for leases as required by Financial Accounting Standards Board Statement No. 13 (see 
Note 1), and to reflect the 100% stock dividend, distributed on April 18, 1979. 

1979 1978 


First Second Third Fourth Full First Second Third Fourth Full 

quarter quarter quarter quarter year quarter quarter quarter quarter year 

(Dollar amounts in thousands except per share data.) 

Revenues. £150,814 $152,462 $183,292 $169,532 $656,100 $130,014 $129,099 $174,112 $161,632 $594,857 

Operating 

earnings. $ 13,356 $ 14,850 $ 26,226 $ 11,773 $ 66,205 $ 11,713 $ 14,564 $ 25,445 $ 15,996 $ 67,718 

Earnings from 
continuing 

operations . $ 5,536 $ 6,447 £ 12,970 $ 5,679 $ 30,632 $ 3,963 $ 5,230 $ 10,524 $ 5,708 $ 25,425 

Earnings before 
extraordinary 

item . $ 4,908 $ 6,221 $ 10,424 $ 3,074 $ 24,627 £ 3,658 $ 4,629 $ 10,199 $ 5,727 $ 24,213 

Net earnings . $ 4,908 $ 8,199 $ 10,424 $ 2,941 $ 26,472 $ 3,658 $ 4,629 $ 10,199 $ 5,727 $ 24,213 

Earnings per 
share: 

Continuing 

operations .. $.50 $.59 $1.19 $.51 $2.79 $.36 $.47 $.95 $.51 $2.29 

Before extra¬ 
ordinary 

item . $.45 $.57 $ .95 $.27 $2.24 $.33 £.42 $.92 $.51 $2.18 

Net earnings .. £745 $.75 $ .95 £.26 £2.41 $.33 $.42 $.92 $.51 £2.18 

Dividends per 

share . $.14 $.14 $ .14 $.17 $ .59 $.11 £.11 $.11 $.14 $ .47 


NOTE: The 1979 interim financial statement did not reflect certain accounting procedures implemented by Sunkist in the 

fourth quarter. These accounting refinements decreased fourth quarter earnings from continuing operations by approx¬ 
imately $454,000 or $.04 per share. 
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Nathan R. Lavidor 
Vice President—Advertising 

David N. Leavitt 
Vice President—Controller 

Joseph Saunders 
Vice President—Purchasing 
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Shareholder Information 


GCC Beverages, Inc. 

Robert J. Tarr, Jr. 

President 

John W. Bliss 

Senior Vice President—Field 

Operations 


Phiiip L. Arvidson 
Group Vice President 


Stanley H. Harris 
Vice President—Finance 

& Administration 


Edward E. Jenkins 
Vice President—Planning & Business 
Development 


John P. Koss 

Vice President—Operations 

Fred A. Patterson 
Group Vice President 

Lamar H. Russell 

Group Vice President 

Gary Schirripa 

Group Vice President 
Bernard Zitofsky 

Vice President—Controller 

Charles M. Havican 
Vice President—Systems & EDP 


Sunkist Soft Drinks, inc. 

Mark L. Stevens 
President 

John C. Leffingwell 

Vice President—Research 

& Development 

J. Peter Murphy 

Vice President—National Sales 

M. Tarlton Pittard 
Vice President—Finance 


Communications Group 

Alexander M. Tanger 
President 


CORAL TELEVISION CORPORATION 
(WCIX-TV, Miami) 

Edward Q. Adams 

Senior Vice President/General Manager 

Harvey E. Cohen 

Vice President/General Sales Manager 
JackH. Cowart 

Vice President/Director of Engineering 

Jack D. Willard 

Vice President/Business Manager 

GCC COMMUNICATIONS 

John F. Tenaglia 
Executive Vice President 

Wiiliam E. Parke 

Senior Vice President/General Manager 
WiFI-FM, Philadelphia 

James J. Seemiller 

Vice President/General Manager 

WEFM-FM, Chicago 

Frank D. Tenore 

Vice President/General Manager 

WHUE-FM/AM, Boston 


General inquiries abouithe Com¬ 
pany, its direction and results, along 
with requests for published financial 
information, should be made to the 
Corporate Financial Relations 
Department, General Cinema Cor¬ 
poration, Box 1000, Chestnut Hill, 

MA 02167, 617-232-8200. 

For assistance on address changes, 
consolidation of multiple holdings, 
dividend payments or related matters, 
please contact the Transfer Agent. 

Automatic Dividend Reinvest¬ 
ment and Cash Stock Purchase Plan 

The Plan provides Shareholders with 
a convenient way to purchase addi¬ 
tional shares by reinvesting their cash 
dividends and/or by investing addi¬ 
tional cash amounts. The Company 
will absorb ail brokerage and agency 
fees for stock purchased in connec¬ 
tion with the Plan. For further informa¬ 
tion, please write to: General Cinema 
Corporation, c/o The First National 
Bank of Boston, Automatic Dividend 
Reinvestment Plan, Post Office Box 
1681, Boston, MA 02105. 

Transfer Agent and Registrar 

The First National Bank of Boston 
Post Office Box 644, Boston, 

MA 02101 

Stock Listing 

The New York Stock Exchange 
Ticker Symbol GCN 

10-K Available 

Securities and Exchange Commis¬ 
sion Form 10-K is available upon 
written request to the Corporate 
Financial Relations Department of the 
Company. 

Annua! IS/teeting 

Annual Meeting of Stockholders, 
Friday, March 14,1980, at 10:00 a.m. 
The First National Bank of Boston, 

100 Federal St., Boston, 
Massachusetts. 


Genera! Cinema is an Equal Opportunity Employer 
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